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I 


Pittsburgh,  Pa. 


PITrSBURuH  TR>\FriC  CLUB  ADDRfiSS 

April  26th 


Vhan  I  had  the  privilege  of  adxiressinfi  the  Traffic  Club  of 
PittabuTi^h  seven  yeer^  agOt  I  urged  the  neceg^itjf  for  higher  freight 
rates  for  the  railroads  in  the  Ba^tern  District.    Shortly  thereafter 

« 

the  Sastern  carriers  made  fonaal  request  upon  the  Interstate  Comnerce 
Commission  (which  was  granted  in  part)  for  permission  to  increase  all 
freight  charges  five  per  cent. 

At  the  time  of  which  I  speak^  freight  rates  had  gradually 
but  constantly  been  declining  since  1887 «  a^i  shown  by  the  average  rate 
per  ton  per  ailet  tiM  decline  having  been  brought  about  by  tlm  combined 
influence  of  competition  and  regulation*     These  influences  operated 
to  bring  the  average  rate  per  ton  per  mile  from  1«063  ceatA  in  1887 1 
down  to  .707  cents  per  ton  mile  in  1916 t  *  the  lowest  figure  ever 
reached  in  this  or  in  any  other  country^  and  lower,  in  fact,  than 
conditions  here  actually  justified.     Since  19l6  freight  rates  in 
the  United  States  as  a  whol&  have  been  increased  on  the  average  ap-** 
jprozimately  70  per  cent,  and  passenger  fares  about  62  per  cent. 

"J.  '  ■ 

Despite  these  unprecedented  increasest  net  earnings  of  the  carriers 

as  a  whcle  are  now  smaller  and  Bore  iisappcinting  than  ever  before. 

Tho  problem  so  developed  is  due  primarily  to  the  war.      Since  it  is 

f 

very  much  in  the  public  mind  at  the  present  time,  and  is,  of  course, 
receiving  the  earnest  attentico  of  the  Eailrcad  Extcvtives,  I  have  felt 

» 

that  a  discussion  of  some  of  the  natters  and  facts  related  to  the  pro- 
blem might  be  timely  and  appropriate  upon  such  an  occasion  as  this. 

V 

r 


In  1914  five  of  the  largest  and  most  enlightened  nations  in 
the  world,  practically  without  warning  and  almost  simultaneously, 
£;bandoned  the  ordinary  pursuits  of  peace  and  for  more  than  four  years 
devoted  their  utmost  efforts  to  the  destruction  of  lives  and  property. 
Millions  of  men  were  at  cnce  withdrawn  from  their  customary  occupations 
and  were  either  assembled  and  organized  as  armies  devoted  to  military 
purposes,  or  they  were  employed  in  the  msmufacture  of  material  required 
by  the  war  program.     The  economic  effect  of  this  change  was  soon 
observed  in  the  steadily  advancing  prices  of  commodities  and  materials* 
Such  changes,  first  noticeable  in  the  countries  directly  engaged  in  th* 
war,  were  soon  reflected  in  the  prices  of  materials  in  this  and  other 
countries  not  at  that  time  participants  in  the  war. 

As  prices  advanced,  due  to  an  increased  demand  together  with 
a  lessened  world  production,  the  cost  of  living  gradually  and  naturally 
went  up,  which  was  also  followed,  and  necessarily  so,  by  increased 
vases*.    The  United  States  entered  the  world  war  in  1917,  and  by 
Hovembert  X918,  over  4,000,000  of  our  young  men  bad  been  withdrawn  from 
their  ordinary  pursuits  and  assembled  as  aroies  aad  they  had  not  onlj 
ceased  to  produce,  but  actually  created  .enlarged  denaiids  upon  oor 
factoriea,  fams  aad  labor*       New  aad  teofKorary  cltias  vere  built 
for  housing  the  nev  armies  hastily  created*     fizisting  factories  were 
enlarged  and  new  factories  were  built  In  response  to  an  ever-increasing 
demand  for  the  materials  and  munitions  needed  for  the  prosecution  of 
the  war*      Immense  warehouses  were  alsc  constructed  in  which  to  store 
such  materials  until  needed*     A  comparison  of  prices  and  wages  as 
they  were  io  1314,  at  the  beginning  of  the  war,  with  those  in  effect 


in  June  1920»  the  date  when  the  high  point  seems  to  have  been  reached, 
shows  clearly  the  effect  which  the  war  and  incidental  changes  had  upon 
eaonoioio  ^Hiditioiui  in  this  oountrj, 

itwiwriwg  the  o#tt  ot  living  to  have  been  100  per  cent,  in 
1914«  It  had  reached  Z20  per  cent,*  the  high  point,  in  Jvne  1920 • 
■agea  at  100  per  omtU  in  1914  had  advanoad  to  215  par  aaat,  in  1920« 
Tbe  llganat  I  have  imd  are  based  on  official  reperia  and  refer  to 
aOttAitiMUi  in       IM.ted  States*     The  a&vaaoe  in  cost  of  living  and 
wages  wag  wery  wKaoh,  greater  in  luropean  countries  than  it  was  here, 
Sittoe  June  1920  the  cost  of  living  in  the  United  States  has  declined 
over  30  per  cent.,  as  shown  by  the  latest  and  most  reliable  statisties« 

The  high  costs  of  1920  were  due  directly  to  the  disturbed 
and  tanaound  conditions  brought  about  by  the  war.     The  effect  of  the 
war  upon  the  nations  of  the  world,  was  much  like  the  effect  of  a 
serious  fever  upon  the  human  body*     k4  the  fever  runs  its  course 
the  temperature  rise6  higher  and  higher,  the  patient  gradually  getting 
weaker  until  at  last  the  fever  subsides*     The  subsidence  of  the  fever 
is  not  infrequently  followed  by  a  complete  or  terioue  ecllapM.  But 
if  the  patient  can  ^y  hold  out  for  a  relativwly  short  time, 
coavaleeoanee  begins  and  he  gradually  regains  his  strength  and  is  often 
much  better  and  8tr<»^r  ever  after.     The  feverish  conditions  brought 
about  by  the  wai*  seem  to  have  reached  i^e  high  point  In  this  country 
laet  Jim*     Since  then  the  patient  hau  been  and  still  is  in  a  more  or 
less  shaky  and  unsettled  condition, but  we  have  definitely  passed  the 
critical  point  and  recovery,  I  am  confident,  is  under  way* 

The  actual  war  has  now  been  ended  more  than  two  years*     iSen  and 


women  are  getting  back  to  their  usual  peaee-tine  emplojneatt  aad  tlie 
shortage  of  food  aad  sapplles  in  the  world  as  a  whole  is  gradualljr 
being  Mde  up^  but  the  necessary  processes  of  readjustaent  are  still 
far  from  ooapleie.      for  «ore  tliaa  four  years  the  leading  nations 
0f  the  wtorld  devoted  tMUr  utnoet  energies  towards  deetnieticm  and 
mm  tlie  mi  wtet  w  ydUU 

Im  this  daj  erf       ftot  oewaas  IImt^  the  atrflJOMt  the  traas- 
ildantie  eahlet  and  telephone  #  we  are  in  ef  feet  naoh  nearer  the  rest 
of  the  world  than  formerlXt  and  whether  we  will  or  notg  we  oannot  be 
wholly  iuBuae  from  the  ills  which  press  down  upon  the  rest  of  humanity t 
but  we  are  so  much  better  off  than  any  other  nation  in  the  world«  that 
our  task  incident  to  industrial  and  economic  recovery  ought  to  be 
relatively  easy.     Our  national  prosperity  is  largely  influenced  by 
cottditi(»t8  in  the  reet  of  the  worldt  because  the  velume  of  our  trade  with 
the  reet  of  the  wwM  has  an  important  bearing  upon  oio*  own  indmstry^ 
but  X  shall  not  discuse  that  important  and  very  complex  queetiottt  beeawee 
I  do  not  feel  eooipeteirt  to  do  ee« 

But  however  important  our  foreign  trade  may  be»  our  interior 
domestic  trade  is  of  infinitely  greater  importance.     Uore  than  105«000t000 
people  live  within  the  boundaries  cf  continental  United  States «  and  e«r 
population  has  increased  42,0009000  within  the  last  thirty  years «  or  at 
the  rate  of  1«400,000  p&r  year.     im  a  nation  we  shall  surely  continue 
to  grow*     With  an  area  of  over  St 000, 000  square  miles t  rich  in  all 
natural  resources^  we  can  easily  aupport  a  population  four  tiaea  as  large 
as  we  have  at  present.     Hhile  there  is  still  in  many  parts  of  the  werld 
an  actual  shortage  of  f cots tuffs  and  materials  needed  in  industry,  we  in 
this  country  have  an  abundance  of  everything  necaseary  for  our  health  and 


comfori.     As  a  matter  of  faot  we  actually  at  this  time  have  more 
wheat t  cora«  cottont  wool,  Iroat  coal  and  almost  eirerj  otbar  aoceaaary 
thing  than  we  need  or  oan  use.     ie  have  aior«  than  aae-half  of  all 
the  gold  in  the  world.     Our  national  debt*  i^ile  larg««  is  not  bofonA 
our  oapaolty  to  bear  and  need  not  b«  disturbing*     Oiu*  ittstituiions  are 
sound  and  our  aovernamt  is  and  will  eontinuo  to  be  just  what  w  sake  it. 

ihf  is  it  tben  that  so  anny  are  inolined  to  be  pessiaistic 
at  tbe  preeont  tiaet     Brief lyt  it  is  b^oauee  we  are  now  paying  for  a 
dinaor  long  siaee  eateutf  which  is  hardly  ever  a  cheerful  process.  In 
this  oasoi  however,  the  price  is  not  oxcersive,  is  easily  within  our 
■••at,  and  in  aay  event  it  must  be  paid.     Our  yoace  program  of  house- 
building, road-building  and  general  development  was  seriously  checked, 
if  not  wholly  stopped  by  the  war.     fe  must  get  back  to  our  normal 
peace-time  activities  and  conditions.     While  prices  are  generally  lower 
than  IJiej  were  a  year  ago  and  are  still  falling,  they  are  much  higher  than 
they  were  in  1914,  and  those  who  contemplate  the  •zpooditure  of  mon^  for 
building  and  devoloi»ent  purposes  will  naturally  postpoae  such  action  as 
long  as  th»j  believat  as  many  or  most  do«  that  i^rioas  viH  be  lowor  stiU 
a  little  later  oat  and  that  an  iavestmeat  ihea  made  would  prove  to  be  more 
profitable.     Z  think  most  of  us  ezpeot  to  soo  prices  generally  lower 
than  tkoy  arw  at  this  moment.     How  mueh  lower  they  will  go  no  one  can 
possibly  knowt  but  I  feel  confident  that  they  will  not  go  back  to  the  1914 
basis*     There  is  every  reason  to  believe  that  as  prices  more  nearly  ap- 
proach the  new  normal  basis,  whatever  that  basis  may  be,  industrial  activity 
will  quicken.     As  T  see  it,  the  more  promptly  we  can  now  get  back  to  a 
stable  basis  of  priced,  wages  and  profits^  the  better  will  it  be  for  all. 


RailroadB  liave  felt  the  effect  of  the  blgh  eost  of  living  like 
ever J  other  corporation  or  individual 9  but  the  re&ulting  increa&e  in 
railroad  charges  has  bi^en  much  less  than  the  increase  in  almost  every 
other  c^aaection*     As  the  cost  of  living  comes  dovnt  9k&  it  must  and 
«ill#  lages  will  also  come  dovnt  and  as  wages  and  material  prioes  coim 
dMa»  iadnstr J  vill  quioken  and  railroad  ratas  and  charges  will  come  down 
also*     lages  eeiuititttie  the  large^it  single  itea  la  the  oost  of  railroad 
oparatieat  aad  the  railroads  ara  still  payijig  fagas  fiand  ^  govenuBSstal 
authoritf  at  a  tlsia  iriiea  liiFibm  eevto  were  at  the  Mi^st.     The  railroafts 
today  are  daiag  aot  mra  tiwa  two-^Mrda  af  iHiat  the7  are  equipped  to  dat 
bat  ualika  oi^disKry  iadns-M^Sj  they  osanot  redw^e  expeases  in  the  sane 
ratio  that  the  business  aay  fall  off.     The  railroads t  for  instanost  are 
obliged  to  keep  stations  open  and  operate  a  minimum  number  of  trains  for 
the  convenience  of  the  jmbliCi  regardless  of  whether  such  service  is 
profitable  or  not. 

If  1  have  correctly  described  and  interpreted  conditions  as  they 
now  axisty  what  may  we  expect  or  say  concerning  the  futurSt  and  particularly 
concerning  the  future  of  the  railroadsl     Personally  I  feel  confident  and 
aptimistic  ooncaming  the  future*     I  believe  that  our  couatrx^  because  of 
its  great  extant  and  its  rich  natural  resources^  is  going  to  continue  to 
gro«»  in  which  event  it  is  going  to  require  the  service  of  the  steam  rail- 
roads in  ever-ixKsreasing  measure.     The  people  la  this  country  hare  always 
faT(»*ed  an  ecoaoMo  policy  whioh  permitted  the  individual  the  fullest  and 
freest  opportimity.     ie  have  z*e8peoted        rights  of  property  as  we  have 

* 

respected  the  rights  of  labor,  aad  I  believe  that  in  the  past  we  have 
honestly  tried  as  a  people  to  deaX  fairly  with  both.      I  am  confidbnt  that 
we  shall  continue  to  protect  and  encourage  both  in  the  fvture,      lie  some-- 


times  hear  it  urged  that  the  Grovernment  should  ova  and  operate  the  railroads 
insteaa  of  peraitting  the  railroads  to  be  held  aad  operated  bj  the  owai&s 
companies  under  governneatal  regulation  as  htm  been  ovr  policy  in  ^le  past. 
I  do  not  believe  that  the  policy  of  Qovernnent  ownership  of  industry  of  any 
cluiraeter  is  neceasar^  or  desirable  in  our  country,  and  I  do  believe  that 
Ooi^press^  by  virtue  of  the  Isch-CuBanins  Act,  has  made  possible  the  successful 
private  operation  of  the  railroads  in  the  future- 

It  has  been  claimed  by  some  who  desire  a  change,  that  the  railroads 
under  private  management  cannot  be  operated  so  effectively  and  consequently 
cannot  perform  as  large  a  measure  of  service  for  the  public  as  could  be  done 
with  the  same  facilities  under  federal  ovnershjp  or  control.     The  fallacy 
of  that  argunient  is  clearly  demonstrated  by  the  fact  that  during  the  year  ended 
Decesiber  31,  1S20,  the  1800  independent  railroad  conpanies  in  this  country, 
reporting  to  the  Interstate  Ooaaeroe  Commissi on,  vere  able  to  so  coordinate 
their  efforts  that  tbey  hai^ied  durinf  tbe  year  9tO0O,OOO,OOO  ton  nilet  sore 
than  they  ever  bandied  before  in  the  ssaiee  length  of  time*     This  effective 
coordination  on  the  part  of  the  carriers  was  made  possible  by  the  Ssch-Cummins 

There  have  been  aaay  la  the  past  who,  while  favoring  private  owner- 
ahlp,  have  feared  that  it  might  fail  as  an  economic  policy  because  of  the 
inability  of  the  carriers  to  secure  adequate  rates  for  the  services  which  they 
perform,  and  on  that  account  be  unable  to  provide  the  new  capital  necessary 
for  additions  and  betterments*     Congress  was  fully  advised  concerning  the 
capital  needs  of  the  carriers  and  realised  alsc  that  the  necessary  new  capital 
could  net  be  obtained  unless  the  credit  of  the  roads  was  sound  and  on  a 
satisfactory  basis.     The  Transportation  Act  of  19t0  lays  down  a  deiinite  rule 
for  the  future  guidance  of  the  Interatate  Commerce  Coamlssion  in  the  fixing  of 


ratosi  and  It  was  clearly  the  intent  of  Congreaie  to  ••tabliah  a  rul*  iMoh 
would  sustain  and  stabilize  the  credit  of  t^e  carrier*.    I  aseune  you  are 
aXl  faoiiliar  with  the  rule  to  which  I  refer,  and  I  will  not  disouss  it  in 
dwtailf  butt  acting  in  accord  with  the  provisions  of  the  law,  the  Interstate 
CoMierow  CkMuisaion  prontptly  srantedt  during  the  sumner  of  1920»  suoh  inr- 
arwa«M  «a  tbw  Act  ivatifie&t  and  in  ny  opinion  the  inereasww  so  granted 
would  taftvw  bwwa  wmgl^  to  fulfill  the  intent  of  Confress  and  bhe  avoved  pur- 
potw  of        Aet  if  WW  had  not  bwen  oonfroatwd  at  the  aaae  tiita  wr  shortly 
thwrwaf  twr  witk  aa  alaost  unprecedentwd  dec3d»e  la  businwaat  brought  abcmt 
by        pro^wtm  wl  rwadjwstatat  i^oh  I  Iwvw  already  aiw«rtwd  tOt   and  re- 
sulting froBi  tbw  war.     1%  kas  bwwn  olataed  by  teM         tiw  dwyraws^  in 
business  was  caused  by  tbe  IfMraaswd  -^raaafortaiiott  ^«rgws«     Mlw  I  kavw 
BO  desire  to  mininize  the  effect  of  higher  trassporiatiea  wharves,  I  an  eea- 
fident  that  during  the  last  three  or  four  months  the  business  of  the  country 
as  a  whole  would  have  been  very  little,  if  any,  larger  even  if  the  railroads 
had  carried  the  tcnnage  offered  free  of  any  charge  whatever.     The  decline 
in  business  was  not  caused  by  higher  freight  rates,  but  was  brought  about  by 
the  very  same  causes  that  made  the  higher  freight  rates  necessary.  Cou- 
gresSf  in  my  opinion,  has  provided  in  the  now  Transportation  Act  a  rule  for 
rate-making  which  ought  to  restore  and  stabilize  the  credit  of  the  carriers, 
uid,  if  so,  there  is  now  no  reason  from  that  point  of  view  to  fear  that  yrir- 
vate  owaership  will  not  continue.     It  should  be  clearl;^  recognized,  however, 
that  we  cannot  afford  to  continue  the  policy  of  private  ownership  Oiccept  on 
the  basin  of  its  coii^;»lete  success.     We  must  have   ample  transportation  facili 
ties  ia  a  ooimtry  suoh  as  owrs. 

One  other  wery  isqportaat  j^se  of  tlM  i^le  question  at  the  present 
time  is  the  labor  problesi  as  it  af foots  the  railroads.     Tbe  railroade  in  the 


as^regatd  employ  rouadly  2«000»0C0  msn  and  vomeiit  and  out  of  every  dollar 
vfalcb  they  colleot  from  the  public  for  the  servloea  vbioh  they  perforn,  from 
45  to  as  high  as  70  cents  -  varying  fron  tine  to  tlae  -  are  paid  out  directly 
to  the  employes  in  the  service  of  the  carriers.    Before  the  war  the  railroads 
paid  for  labor  about  45  cents  out  of  every  dollar  earned.      Since  the  war  and 
particularly  since  the  period  of  readjustment  began,  the  wage  payment  of  the 
railroads  has  in  some  instances  taken  as  high  as  70  cents  out  of  every  dollar 
earned.      That«  howevert  does  not  reflect  a  norinal  or  permanent  condition* 
It  does  reflect  a  temporary  situation  resulting  froa  the  var*  vhich  vill  be 
properly  adjusted  as  prices  and  vages  gradually  fisd  a  lever  aad  sere  noroal 
level.     Congreae  has  set  up  naehdnery  deeifMd  to  4«al  in  an  or4#rly  aanaer 
with  <|uesticms  i^ch  aay  arise  In  the  futiare  between  the  railroads  and  their 
employes  relating  to  vi^s  and  w<^klns  oonditions*     Congress  clearly  recog- 
nised the  serious  results  which  would  flow  frtHn  any  considerable  interruption 
of  the  transportation  service  in  this  country,  which  might  be  caused  by  dis- 
putes arising  between  the  railroads  and  their  employes,  and  not  being  willing 
to  prohibit  strikes  by  law  it  sought  to  provide  machinery  which  would  assure 
to  the  railway  employes  at  all  times  just  as  fair  and  reasonable  wages  and 
working  conditions  without  striking  as  they  oould  eipect  to  obtain  even  if 
they  did  strike.     Vhile  this  provision  of  the  Act  has  been  criticised  eoM- 
what  by  the  Companies  and  the  employ ea  as  wellt  it  can  at  least  be  said  that 
by  virtue  of  the  Act  we  have  had  continuity  of  service  during  a  oritical  period 
of  twelve  months  and  dUiriag  which  time  oi^  of  the  leoat  coaqplex  lal>or  prcMt^lems 
that  ever  confronted  the  railroads  was  being  8l(Mily  worked  out  and  adjueted. 
I  am  confident  that  the  labor  provision  of  t]»  law  will  also  be  successful. 

I  repeat  that  by  virtue  of  -Uie  Transperiation  Act  of  1920  Congress 


V.' 

in  mj  oplnioat  has  made  private  o^nerablp  and  operation  of  the  railroads 
possible,  hut  whether  private  ownership  will  aetuallj  endure  or  not.  having 
been  nade  poaalhle,  will  depend  upon  whether  the  people  as  a  whole  oMntijuie 
to  waat  it«     Duriag  the  dahates  that  took  plaoe  in  Go^d^gv^  while  the  fisoh- 
rnml  lu  Aot  was  midar  eo&eidaratioat  dietinguiafaed  aad  abla  Senators  aad 
OOBtresioM  imited  ia  aaqfiiii  that  we  had  in  this  9«imivj  preivious  to  the  war 

m 

the  heat  aad  Bost  af  tiaient  transportation  sf  a^  by  rail  in  lOw  wer34« 

They  also  said  that  we  had  not  only  had  the  Ityweat  tresiisportatd4Mi  ohagyea 

of  any  oountryt  but  Hbrnt  railroad  wages  at  the  saae  tine  had  been  highest. 

Private  capital  and  individual  initiative  gave  us  in  the  past  the  best  trans- 
portation systemt  with  the  lowest  rates*  in  the  world.    Private  capital  and 
individual  Initiative,  if  given  the  opportunity,  will  also  provide  the 
necessary  extensions  in  the  fixture,  and  when  the  economio  readjustment  now 
under  way  shall  have  been  accomplished,  I  venture  %q  predict  that  the  trans- 
portation charges  of  the  American  railroads  will  in  the  future  as  in  the 
past  ccmtinue  to  be  the  loweat  in  the  world. 


